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Chairman's  Message 


We  are  pleased  to  report  on  the  activities  of  the  Alberta  Dairy  Control 
Board  for  the  fiscal  year  ended  March  31,    1990.      At  the  outset,    I  wish  to 
express   appreciation  to  Mike  Dordevic  who  after   announcing  his  retirement, 
gave  his  undivided  attention  to  assist  the  transfer  of  the  Chairmanship.  I 
would  also  like  to  thank  all  stakeholders  in  the  dairy  industry  for  their  kind 
assistance  to  the  Chairman  and  the  new  Board  members.      The  Dairy  Control 
Board,    as   in  the  past,    is  committed  to  provide  you  with  the  best  possible 
service.       This   commitment    is   extended   to   provide   an   atmosphere   of  open 
dialogue  between  all  stakeholders  in  the  dairy  industry. 

The   world   marketplace    for   dairy   products    is   negatively   impacted  by 
declining  demand  for  butterfat.     As  a  result,  the  dairy  industry  struggles 
to  guickly  shift  emphasis  from  surplus  products,   butter  and  skim  milk  powder, 
into  products  of  greater  consumer  demand.     International  bodies  emphasize  the 
urgency  of  matching  production,   processing  and  marketing  programs  to  the  ever 
changing  consumer  market.      The  Dairy  Control  Board  has  acted  as  an  active 
participant  in  setting  a  long-term  focus  on  programs  which  facilitate  these 
market  realities. 

At  the  national  level,   Alberta  continues  to  be  a  participant  as  one  of 
the   signatories   and   supporters  to  the  National  Milk  Marketing  Plan.      As  a 
member  of  this  National  Plan,   it  was  necessary  to  support  a  three  percent  milk 
production   cut   in   response  to  the  changing  consumer  emphasis   on  low-fat 
products. 

The  long  standing  Alberta  dairy  industry  restructuring  talks  came  to  an 
end  last  December  when  industry  agreement  could  not  be  reached  on  the  assembly 
and  transportation  issue.     This  issue  aside,   the  Dairy  Control  Board,  working 
with  industry  has  implemented  new  programs  to  deal  with  many  of  the  outstand- 
ing  issues.      New  guidelines  for  distribution,   product   labelling,  industrial 
milk  allocation  and  pricing,    fluid  quotas,   quota  transfers  and  many  more  are 
being  introduced  by  the  Dairy  Control  Board.     The  Board  has  a  commitment  to 
manage  change  by  involving  all  stakeholders  wherever  possible. 


The  Dairy  Board  conducts  all  deliberations  with  the  objective  of  creating 
the  highest   level  of  competition  within  the  constraints  and  disciplines  of  a 
supply  managed  industry. 

I   am  taking  this  opportunity  to  express  my  sincere  appreciation  to  the 
members  of  the  Alberta  Dairy  Control  Board,   Staff,   Policy  Committee,  Alberta 
Milk    Producers'    Society,    Alberta    Dairymen's    Association,    Department  of 
Agriculture  Staff,   producers  and  processors  for  their  valuable  contribution  in 
assisting  the  Dairy  Control  Board  fulfill  the  legislated  mandate.     A  mandate 
which  includes  a  responsibility  for  keeping  the  Minister  of  Agriculture,  The 
Honourable  Ernie  Isley,   fully  informed  on  the  Alberta  dairy  industry. 

We  look  forward  to  the  challenges  ahead. 


James  P.  Heron,  Chairman 
Alberta  Dairy  Control  Board 
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Authority  and  Mandate 


The  Alberta  Dairy  Control  Board  is  a  Crown  Corporation,   operating  under 
the  authority  of  the  Dairy  Board  Act. 

The  purpose  of  the  Dairy  Board  is  to  control  and  regulate  the  sale  of 
milk  in  Alberta.     The  Board's  responsibilities  cross  all  three  sectors  of  the 
industry;   fluid  milk,   industrial  milk  and  cream. 

Membership  of  the  Board  consists  of  three  active  dairy  producers,  one 
consumer   representative   and   a   full   time   Chairman.      The   Chairman  reports 
directly  to  the  Minister  of  Agriculture.     The  Board  has  employed  ten  full  time 
staff  to  administer  dairy  policy  within  Alberta. 

The   Alberta   Dairy   Control    Board    is   one   of   the   signatories   to  the 
Comprehensive  Milk  Marketing  Plan   (the  National  Plan  governing  the  production 
of   industrial  milk  in  Canada).     The  Board  has  accepted  the  responsibility  of 
administering   market   share   quota,    collecting  the   appropriate   levies,  and 
remitting  them  on  behalf   of  Alberta  producers.      Mike  Dordevic,  Chairman, 
represented    Alberta    on   the   Canadian   Milk   Supply   Management  Committee, 
responsible  for  balancing  milk  production  with  domestic  and  export  demand. 

Dairy   policies   are   developed  with  the  objective  to  provide  efficient 
producers  and  processors  of  milk  and  cream  an  opportunity  of  obtaining  a  fair 
return   for   their    labor   and   investment.      Of   equal    importance   is  that  of 
providing  consumers  of  dairy  products  with  a  continuous  supply  of  high  quality 
dairy  products  at  reasonable  prices. 

The  Board  has  a  responsibility  to  establish  the  producer  price  for  milk 

used  in  all  classes  except  class  I.     Under  authority  in  the  Dairy  Board  Act, 

the  responsibility   is   given  to  the  Public  Utilities  Board  to  establish  the 
price  for  class  I  milk. 
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Dianne  Savage  (Secretary)    Airdrie 

Emma  Elliott   (Secretary)    Wetaskiwin 
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A.     Dairy  Control  Board 


Mike  Dordevic,   Chairman  of  the  Alberta  Dairy  Control  Board,   for  six  years 
announced  his   retirement   from  the  Board.      Mike  will   long  be  remembered  by 
people  in  the  industry  for  his  many  years  of  untiring  dedication  toward  the 

betterment  of  the  dairy  industry. 

James   P.    Heron  was  appointed  as  Chairman  of  the  Alberta  Dairy  Control 

Board  on  December  1,  1989. 

Mrs.    Chorny,    a  consumer  and  Albert  Kastelic,   a  producer,   each  of  whom 
served  as  members  of  the  Alberta  Dairy  Control  Board  for  17  years  retired  from 
the  Board.     Mrs.  Chorny  and  Albert  Kastelic  both  have  an  undonated  record  of 
fairness   and  dedication  to  the  dairy  industry.     The  industry  has  grown  and 
matured  due  in  part  to  their  many  years  of  input. 

Lucille   Dougherty,    a    consumer    from   High   River   and   Terry  Murray,  a 
producer  from  Wainwright  were  appointed  to  the  Board. 

B.  Operations 

The    dairy    industry    did    not    experience    any    significant    changes  in 
production  or  consumption  during  the  1989-90  year.      Sales  of  fluid  products 
decreased  by  1.89  percent.     Cream  sales  increased  1.02  percent.     Sales  of  1% 
partly    skimmed   milk   continued   to    show   excellent    growth   reaching  97,000 
litres/day.      At  March  31,    1990  it  had  captured  12  percent  of  the  fluid  milk 
market.      Skim  milk  sales   increased  3.8  percent  and  2%  partly  skimmed  milk 
sales    declined   by   6.8   percent.      Low   fat   milk,    including   skim,    1%    and  2% 
combined  to  represent  71.7  percent  of  total  milk  sales. 

The   number   of   producers   continue   to   decline  with   the   sharpest  drop 
occurring  in  the  cream  sector.     As  of  March  31,   1990  there  were  1915  active 
producers;    1442  milk  producers,    473   delivered   farm   separated  cream.  This 
represents  a  6.63  percent  decline  overall  and  1.5  percent  among  the  1442  milk 

producers . 


The  Graduated  Entry  Program  exchanges  fluid  milk  quota  for  market  share 
quota.      The  program  was  designed   for  an  industrial  milk  producer  or  cream 
producer  to  obtain  up  to  200  litres  of  daily  fluid  milk  quota  over  four  years. 
There  were  167  producers  who  received  the  third  allotment  on  August  1,  1989. 
The  final  allotments  in  this  program  will  occur  on  August  1,  1990. 

Total  production  under  market  share  quota  in  the  period  ending  July  31, 

1989  was  100.87  percent  of  the  provincial  allocation  of  11,354,000  kg. 

Producers  received  a  refund  of  over-quota  levies  paid  on  deliveries  up  to 
119,6  percent  of  market  share  quota.     Production  to  March  31,   1990  indicated 
that  Alberta's  MS0_  allotment  will  be  met  at  near  the  100  percent  level. 

Milk    utilization    for    industrial    purposes    remained    approximately  54 
percent  and  for  fluid  purposes  46  percent  of  total  provincial  milk  production. 

C.     Fluid  Milk 

The  Dairy  Board   licenced  1442   fluid  milk  producers,   32  processors,  16 
processor  distributors  and  109  distributors  during  1989-90. 

Fluid  milk  quotas  were  set,    adjusted  and  transferred  during  the  year. 
Total  daily  fluid  quota  allotted  to  producers  were  969,010  litres. 

The   Board   operated   a   fluid  milk   equalization   pool    for  Alberta  milk 
producers.     Utilization  of  all  milk  received  by  processors  was  reported  to  the 
Board.      The  utilization  and  production  figures  were  used  to  determine  quota 
and  over-quota  prices  each  month  to  be  paid  to  producers.     Through  the  fluid 
milk  equalization  pool,    the  Board  collected  money  from  some  processors  and 
paid  to  others  in  a  manner  that  allowed  all  producers  to  be  paid  the  same 
amount  per  hectolitre  of  quota  and  over-quota  milk  as  their  fellow  dairymen. 

1990  was  the  fourteenth  year  of  operating  the  equalization  pool. 

Producer  returns  for  industrial  milk  increased  to  $40.95/hl  on  August  1, 
1990  representing  an  increase  of  $0.39/hl. 


Fluid  milk  producers  experienced  a  price  increase  of  $0.98/hl  on  Class  I 
milk   in  August  and  February,   a  decrease  of  $0.98/hl   in  November,   ending  at 

$53.03/hl  in  March  1990. 

The   audit   program   of   the  Board  was  continued  during  the  year.  The 
cooperation  provided  by  the  industry  is  to  be  commended.     The  efforts  of  this 
audit  program  is  to  ensure  producers  have  been  accurately  paid  by  processors. 

D.     National  Milk  Marketing  Plan 

The  Dairy  Board  appointed  a  Market  Share  Policy  Committee.     Membership  on 
the   Committee  was   two   producers;    a  processor  representative   from  each  of 
Northern  Alberta  Dairy  Pool  Ltd.,    Central  Alberta  Dairy  Pool  Ltd.,  Lucerne 
Foods  Ltd.    and  one  representative  from  an  independent  processor  other  than 
Lucerne    Foods    Ltd.    or    Palm    Dairies    Limited;    one    Alberta  Agriculture 
representative,   as  well  as  the  Chairman  of  the  Alberta  Dairy  Control  Board. 
This  Committee  made  recommendations  to  the  Dairy  Board  on  matters  relating  to 
the  Milk  Market  Sharing  Plan  and  other  issues  before  the  industry. 

The    Board    developed   dairy   policy    in   consultation   with   the  Quota 
Committee,     the    Alberta    Milk    Producers'     Society,     Alberta  Dairymen's 
Association,    and   input    from   individual   producers.      The   policy  respecting 
market  share  quota  remained  consistent  with  previous  policy. 

The  Board  operated  a  Quota  Exchange  during  the  year.     This  Exchange,  one 
for  unused,    the  other   for  used,    allows  producers  to  transfer  market  share 
quota  to  other  producers   in  the  province.      There  was  2.45  percent  of  the 
provincial  MSQ  transferred  in  this  manner.     The  purpose  of  the  Quota  Exchange 
is  to  allow  producers  to  balance   small   differences  between  production  and 
quota  in  a  manner  that  prevents  loss  of  quota  due  to  underdeliveries,  payment 
of  over-quota  levies  or  major  management  changes  simply  to  protect  quota. 

During  the   fiscal   year,    approximately   7  percent  of  the  provincial  MSQ 
changed  hands  via  complete  herd  and  quota  transfers. 


Producers  who  delivered   less  than  90  percent  of  MSQ  during  the  period 
ending  July  31st  had  their  quota  adjusted  to  reflect  the  ability  to  deliver. 
Despite  the  underdeliveries  by  a  few  producers,   the  provincial  allotment  waB 
exceeded  by  2.65  percent. 

The  Dairy  Board  continued  to  provide  funding  in  support  of  the  Dairy  Cost 
Study  participants  who  provided  data  to  the  study. 

The  Cost  Study  results  were  compared  to  the  fluid  milk  price  as  set  by 
the  Public  Utilities  Board  to  monitor  the  fluid  milk  formula.     The  Cost  Study 
data  demonstrated  whether  or  not  producers  are  earning  a  reasonable  rate  of 
return  for  their  investment  and  management. 

The    Board    staff    have    availed    themselves    to    other    Departments  of 
Government,   Agri-business,   other  agencies  and  organizations  to  provide  service 
to  the  dairy  industry  at  the  highest  possible  level. 

The    ongoing    discussions    about    how    the    dairy    industry    should  be 
restructured   failed,    without   obvious  agreement  on  the  entire  package,  the 
Alberta  Dairy  Control,   through  a  process  of  soliciting  stakeholders'  input, 
began   addressing   individual   aspects  of  the  talks.      Processors  were  issued 
province  wide  distribution  licences.     The  city  of  Lethbridge  maintained  their 
bylaw  which  prohibits  distribution  of  milk  unless  it  was  processed  within  a  15 
km  radius  of  Lethbridge.     Processors  were  granted  the  freedom  to  use  whatever 
brand  they  wished  on  their  milk  cartons. 

The  Board  enjoyed  cooperation  from  all  sectors  of  the  industry  during  the 
year,    including  processors,  producers,  Alberta  Milk  Producers'   Society,  other 
industry  groups,  Agri-business,   several  departments  of  the  Alberta  Government, 
Statistics  Canada,  Agriculture  Canada  and  the  Canadian  Dairy  Commission. 

The    Board   entered    into   agreements   with  the  Alberta  Milk  Producers' 
Society    and    the    Dairy    Nutrition    Council   whereby   assessments    for  dairy 
promotion  and  nutrition  education  are  collected  by  the  Board.     These  monies 
are  transferred  to  the  respective  agencies  to  provide  services  for  producers. 


It    is   significant   to   identify   that   the   Dairy   Board   assessments  for 
operating  the  Board  and  paying  its  staff  have  remained  at  the  same  rate  since 
October  1975. 

Respectfully  Submitted 


L.G.  Johnston,  Secretary-Manager 
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ALBERTA  DAIRY  CONTROL  BOARD 
BALANCE  SHEET 
AS  AT  MARCH  31.  1990 


1990  1989 


ASSETS 


Operating: 

Cash                                                                    $1,218,475  $1,314,199 

Due  from  processors  and  producers    (Note  3)            469 ,299  492.774 

1.687,774  1,806,973 

Trust:    (Note  4) 

Cash                                                                           858,488  253,026 

Due  from  processors  and  producers    (Note  3)         1 ,089 ,096  797 ,900 

1,947,584  1,050,926 

$3,635.358  $2.857,899 


LIABILITIES  AND  RETAINED  EARNINGS 

Operati  ng: 

Due  to  processors  and  producers    (Note  5)          $    667,310  $  875,631 

Due  to  Province  of  Alberta                                      55,378  37,565 

722,688  913,196 

Retained  earnings                                                 965,086  893,777 

1,687,774  1,806,973 

Trust  liabilities    (Note  4)                                    1.947.584  1.050,926 


$3.635,358  $2.857,899 


The  accompanying  notes  are  part 
of  these  financial  statements. 


ALBERTA  DAIRY  CONTROL  BOARD 


STATEMENT  OF  REVENUE.  EXPENDITURE  AND  RETAINED  EARNINGS 

FOR  THE  YEAR  ENDED  MARCH  31. 

1990 

i  yyu 

1989 

REVENUE 

Assessments : 

Fl ui  d  mi  1 k  quota 
Market  share  quota 

Service  charges 

$276,980 
225,137 
7,698 

$274,604 
lit  , 5ou 
13,047 

509,815 

520,231 

EXPENDITURE 

Aami m strati  on :    (Note  oj 

Salaries  and  employee  benefits 
Tra ve 1 

General  office 
Data  processing 
Board  fees 

311,924 
jy ,  o  iu 
22,050 
20,214 
8,032 

268,893 
19,079 
6,711 

401,730 

346,816 

Data  processing  equipment  and  software 

5,000 

- 

Grants 

31,776 

33,479 

438,506 

380,295 

Excess  of  revenue  over  expenditure  for  the  year 

71,309 

139,936 

Retained  earnings  at  beginning  of  year 

893,777 

753,841 

Retained  earnings  at  end  of  year 

$965,086 

$893,777 

ALBERTA  DAIRY  CONTROL  3QARD 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
MARCH  31,  1990 


Note  1  Authority 

The  Alberta  Dairy  Control  Board  operates  under  the  authority  of 
the  Dairy  Board  Act,  Chapter  D-l,  Revised  Statutes  of  Alberta 
1980,  as  amended. 


Note  2     Changes  in  Financial  Position 

A  statement  of  changes  in  financial  position  is  not  provided  as 
disclosure  in  these  financial  statements  is  considered  to  be 
adequate. 


Note  3     Due  from  Processors  and  Producers 


Amounts  due 
fol lowing: 


from  processors  and  producers  consist  of  the 


Operati  ng: 

Price  equalization 

Fluid  milk  quota  assessments 

Market  share  quota  assessments 

Other 


Trust: 

Canadian  Dairy  Commission 
Alberta  Milk  Producers  Society 
Dairy  Nutrition  Council  of  Alberta 


1990 


$  417,652 
25,157 
19,349 
7,141 

$  469,299 


792,474 
276,512 
20,110 


1989 


$443,373 
30,105 
18,825 
471 

$492,774 


$797,900 


$1,089,096 


$797,900 


-  2  - 


Note  4  Trust 


Under  the  National  Milk  Marketing  Plan,  the  Board  collects  levies 
from  processors  on  behalf  of  producers  and  forwards  the  levies  to  the 
Canadian  Dairy  Commission.    A  portion  of  the  levies  collected  can  be 
refunded  to  producers  under  certain  conditions.    During  the  year, 
levies  totalling  approximately  $13,300,000  (1989  $17,800,000)  were 
collected  under  the  above  Plan. 


During  the  year  the  Board  agreed  to  collect  levies  for  milk  promotion 
and  education  on  behalf  of  the  Dairy  Nutrition  Council  of  Alberta  and 
the  Alberta  Milk  Producers  Society.    Approximately  $170,000  was 
collected  for  the  Dairy  Nutrition  Council  of  Alberta  and 
approximately  $2,300,000  for  the  Alberta  Milk  Producers  Society. 


Note  5     Due  to  Processors  and  Producers 

Amounts  due  to  processors  and  producers  consist  of  the  following: 

1990  1989 


Operati  ng: 

Price  equalization                                    $437,978  $461,971 

Quota  exchange                                           227,276  409,877 

Other                                                             2.056  3,783 

$667,310  $875,631 


Note  6     Administration  Costs 


Accommodation,  office  furniture,  certain  office  equipment  and 
certain  administrative  service  costs  are  borne  by  the  General 
Revenue  Fund  and  are  not  reflected  in  these  financial  statements. 
In  addition,  25%  of  all  other  administration  costs  of  $535,640 
(1989  $462,421)  is  borne  by  the  General  Revenue  Fund  and  is  also 
not  reflected  in  these  financial  statements. 


-  3  - 


Note  7      Interest  on  Cash  Deposits  and  Licence  Fee  Income 

Interest  from  cash  deposits  in  the  Consolidated  Cash  Investment 
Trust  Fund  and  licence  fee  income  have  been  credited  directly  to 
the  General  Revenue  Fund  of  the  Province  of  Alberta. 

Note  8     Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management. 
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